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Expansion in US. Investments Abroad

Record capital flow and earnings in 1961—Total valwe $56 hillon—
Reduced ontflows indicated for 1062

TE[E osutflow of TS, privete capital
to [oreign countries reached o hizh of
nenrty $4.0 billion in 1961, alouk $100
million aboeve the mork of the previous
yvenr. Dhrect investmenis accounted
for 814 billion, net purchases of foreign
securities nnd medivm-term leoans for
about $1.0 billion, and short-term loans
and ncquisitions of ligquid assets abroad
for $1% billion.

In brood outline, foreign investmenis
in 1981 resembied the 1063 pabtern.
For direct Investments the flow wos still
styong to Turope, but the total and the
Europasn sector were not pushed up,
as in 1960, by any large single invest-
menk; the principnl changes in direct
investments Trom year-to-Fear wers o
Teduced How to Canada ond o sharp up-
turs to enterprises in the Middle Enst,
some parts of Africa, and Australia.

Purcheses of [orpign securities ross
slightly to 750 million (net), with the
ghore of Conads less thon in earlisr
postwar yearz, and a rising share for
Europe ond other countries. Dutflows
of ehort-term eapital renched o new high
in 1961, led by large investmants of
banking and siher short-term eapital in
Canada and Japan, while the flow to
Europe lessened congidernbly from the
1960 amonnt.

By tha snd of 1981 private T.S.
acgats and investments abroad were
valued at nearly $56 billion, o goin of
over $5 billion in the year. Mozt of
the change came from the investment of
additienal T.5. eapital outlined sbove,
but other inerenses resulted from the
reinvestment of $1.0 billion of direct
jnvestment earningz and some revalua-
tions of naseis.

Developments i 1962
Since the turn of the year the limited

data available indicate some slowing
down in the rate of foreign investment,
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nlthough the tota]l remains well above
pll but o fow postwar years. Direct
investments are nlected by the much
reduced rata of growth of industrial
production in Burops, by unsettlad
conditions in seme countries of Latin
Awmerien, economic difficulties in Cang-
du, and move than adequste productive
capnbilities [or vaw materials b ourrent
levals of demiand. On the other hand,
the companies have anple lunds lor
investinent which are not being com-
mitted to domesiic expansion, and are
continuing to invest large sums abraad
whare opportunities exist,

Inveatments in loreign equity securi-
ties have tended to tapor off a3 markets
in most finaneial ceoters ebrond have
beon wonls, and o realignment of prices
nnd yields nppesr to be taking place
both horg end nbrond.  Overvall sales of
foreigt bonds in the United States bave
been relatively low a0 far this year, but
thera lins been o signifisant ineresss in
issues offered by Eurepean borrowers,

Short-term  oapital ouiflows in the
first half of 1082 were moderate, nnd
were lmgely connected with lonns
negotiated earlior for Japan, On bal-
anes, there were reduetions in short-
term [orsign loans of US. banka in
Canada and Euarope.

IFor Loth portloliec and short-term
investments abroad, the United States
remaina the most secessible nnd lowest
cost capital rmudeet. Interest rates
bere may tend to harden semewhat, but
short-term rates have alse been rising
recently in other financial centers, so
that the basic inconiives for cnpitul
outilows reromin.  Some large borcowars,
however, have possibly veached » ceiling
on the amount of ndebitedness con-
sidered fustified by their ability 0 re-
piny, while others, notably Cunadn, oy
now bave become more abiractive than
in the fivet hall of the year.

Income recaipts Righer

[ncome received from privote loreign
iovestinents advanced by over ¥400
million te $3.3 billion 1n 1961, . Three
querters of the increase came [rom
direct investments and reflecied not
only higher earnings but also [or soine
countries e larger propoertion of enrninga
paad out as dividends.

Interesl, and dividends roceived on
short-term and portfolie investmenta
rose by over 5100 million in 1961,
offsetting to esome degree the larga
capital outflows of these types in the
pret few yenrs.

Fereitn Dirset favestments

1.8, buainesa added nuocther $24
billien to invesiments in foreign sub-
sidinries, branches, and affljated com-
ponies in 1981, made up of cupital
vutflows of $1% billion and ahout 51.0
billion of undistributed profits. The
tots] added lrom these sources wos
about $X billion less than in 1980,
with eapital flows and undistributed

profits each lower by about 3§ billion.
Since the 1860 capital flow included
3270 million for » single investment in
the Uniled Kingdom, thers was some
in¢rense in other Sows, Undistributed
profits were rednced majnly hecause
dividends were raised substontially by
manvfactiring companies while earm-
ings were only slightly ligher.
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The 1961 annual rate of additions to
invastnent wos exceeded only in 1000,
and in the posiwer peaks of 1B56-57.
In the Inéter period the rate of invest-
nment wns sspecially high in the petre-
laum:  industiy =23 new producing
properfies were ascquired and developed,
and there were also sybstantial invest-
ments by other industries. In 1960,
maniafacturing investments in Burope
were the leading featurs. ‘The advonce
in 191 wns more evenly distributed
among the principal industries, with
investments I petvolewn and mang-
[actwing each being increased by about
£0.9 billion, while in other industries o
slower hut relatively steady rate of
increase was maintained.

Some stzable adjustments were made
to the valuntiona of diveot investiments
#s of the end of 1861, wlich bad the
neb eflact ol reducing the agpregote
booic wvalue by about $0.6 billion. The
lurgest changs resulted from eliminating
from these tabulations Cuben invesi-
ments with o boek value of $958 million
wt the end of 1980, No infornalion
on {hese investments has besn availahle
since they were expropriated, fov the
most part during 1960, There was alss
some reduckion in book values of enter-
prises in other countries partioularly in
Latit Amerien. Ofszatting thee ad-
jusbments, there wers npword revalua-
tione of $588 million, of which the
Invgest was a $408 million increnss in
the book value of the next fixed assets
of o lnvge enterprize in the patroleumn
industry in Venszualn.

Alter giving effect to the udditiensl
inveslinents and adjustments just noted,
the book walue of T7.8. direct lorsign
iuvestments reachod o penk of $34.7
billion nt the end of 1961,

Regional Developments

Nearly $1.0 billion was ndded Lo 1he
Enropenn investinents of U8, com-
Panies in 1961 (40 percent of the totol
Werement jn the yem) raising their
aseutnnlated book value to §7.7 billion.
Capital flowe to Enrope wmnounted Lo
neatly $0.7 hillion, and undistributed
profits wero shout $0.3 billion.

Theugh down from the 1960 poak,
Sfgregate enpitnl Aows to Buerope sre
shown in the first clnt to be lar nbove
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the wvernge of entlier yerrs. However,
the ¢hart also shows gome recent dimi-
nution of the eapital fow to manuiac-
turing, whila petrolenm ¢ampanies finve
bean mising their outluys for soveral

Cyonrs, mainly to add o refining and
distributing capacity. Tndistrilurted
profits have boen slowly incressing over
the postwar period, but were eut back
in 1961,

Investmenis in the Cowmon Mnrket
countrics were raised by $0.4 billion
last yonr, about the sume amoeunt sz in
1930, France, Germany, and Ttaly
coch recolved substuntind capital inflows
with petroleom investinents especially
Inrge in Italy and manvfreturing in the
athera. The rate of inveslimant in the
Uiiited Kingdem by U5, companies
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wna roduaed in 1981, even after elimi-
nuiling the speeial 1960 transaction
mentioned above, bot the $0.3 billion
ndcledd in 1961 ranked second anly to the
amonni for Canada. Nearly ona-hall
of the 1961 investment wns ndded to
munubneturing investments and mosé of
tha remuiider to petrolanm.
Switzorlond atends oub amang the
cther Buropenan countries, as 113, direct
investments mounted by $150 million,
Mora thon Bulf of this incrense was in
trnding vnd finencizl orgonisations, aod
# considersble purt of these investinents
is ultimntely inyested in other coun-
wries,! However, there is also an in-
pressive rute ol prowth in entevpriacs
gpernting muinly within Switzerlnnd.

L. dow inkormstion on lnvestioent Jhom ammig Jovelpe
alllimien 19ty edog celbeuiod aind bobuiiuiwd,
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Slow pace in Latin America

Capital flows to Latin Amaics reg-
istered some improvement in 1961 over
the low point of 1940, smounting to
$141 wmillion. However, naarly all of
thiz investment flow occurred in the
first balf of the yenr. After mid-yenr,
net outflows of capitel censed ns con-
tinwed  investments o Argentinm,
Mexico, and Chile for manufasturing
nad miving investments wera offset by
net inflows from Venesuela {potroleunm)
and Brezil {monuvfecturing}, and ito a
lesser extont, from varions of the smaller
Ceoribbont countries. In other coun-
tries no strong ahanges were diseernibla.
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Notable shifts in 1361 were an in-
crense in capital flows inte mining oper-
ations, and a decline in the volume
going inte manufacturing enterprises.
In the mining indusiey, there were rel-
slively amall investmenis in Venezuela,
Peru, ond in other couniries in 1841,
conlrasting with » sizable return to the
Uniled Staies of funds Mrom some of
theee mining properiies in 1960, result-
ing in o awing of about 104 million in
this industry over the 2-veir period.
In the manufacturing indusiry, out-
flows fo Argentina increased for the
fourth successive year, reaching n
wideming tange of industrinl and con-
sumer commodities, while the flow af
new copital to Brazil dwindled to leas
than $1 millien from 362 million in
1960.

Reinvestment of subeidiary smmings
in the nren remained sioble nt 2 hittla
over $200 million in 1961, showing Little
change in individual induvetries or in
the aren totals despite o modarnte in-
crease i enrnings, However, on a
country basis, Argentina, Mexieo, and
Panama ehowad o larger volume of
reinvestment, while Venezusia's fatal
wns off by about $20 millien, as soma
holding eempanies with sizable sarnings
wars shilted from Venezueln (o Switzer-
land.

Flow 1o Canada lower

Boih oopitel flows and reinvested
earnings in Conoda were reduced in
1961, with the combined tolal amount-

| ing to less than $0.6 hillion compured

with nearly $0.9 billion io 195). The
average siiowal incrense in divect invest-
ments in Canade since 1950 has been
about $750 million.

Funds going into monulacturing aper-
ations amgunted to 3260 million, about
the enme Lotal a8 in the past few years,
However, o Ligher proportion in 1961
teok the foym of capital flows, compen-
sating for » drop in vetnined earnings.

A consicdernbla flow of funds went into
Canadish mining ventures, nlthough
the oversll total was reduced below the
experience of other recent years by an
inflow connected with the refinnncing of
& meior project. Petroleww invest-
ments also tended downword, to the
fowest rate sinee 1949, reflecting the
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commpletion of mujor phases of U
industry’s development. Among the
nther industry zectors, there was only
o minor addition to the amount invested
in trade and distribution enberprises,
which had been growing relstively las¢
for some yoars.

Other areas receive larger flows

Africa—Americon companies con-
sidernbly stepped up investinent opern-
tions in - Afrien, adding sbout $175
million to ther imvesiment in 19681
compared with $130 million in 1064,
Reinveatiment remained stendy at about
$50 million, but eapital fows continved
to incronse and exeeeded E100 million,
nemly all in North Afriea.

With ©0il componies approaching
imge-seala production in Libyn and
adjoining North Alviesn arens, a con-
tinuntion ol conziderabie investment
setivicy will be needed to provids the
necessary  production, transportation,
storoge nnd serviee facilities.  Since
1954, tha U5, companies have invested
over 3% hillion to develop the ail
resourees of this aves, Much of the
investment ia not rafleeted in the baok
valae fipures, sines it was necountad lor
ns opernting expenses. A small bot
gignificnnt increnge in flows [or mining
operntiona oceurred in 1961, a5 &
nunthar of companies entered tha early
sbages of major mining developments
in Weat Africn,

Agin~—With continued increnzes in
oil production in the Middle Eaat, o
renewed flow of capital was reeorded
to the oren, both Tor fixed investment
to increase production Incilities ond
tc finnnee increased receivibles from
affilintes nnd customers. In the Far
Enet, o continued but modest incrense
in maonlacturing invesbimenis was more
than offset Dy o declining volume of
pew  investments in  petrolewm
opernlions. -

(eeania.—Direct  investmentz in
Australia eontinned to grow st o rate
aof wkeut $100 million per year. A
decline in rsinvesiment of earnings of
mavulacturing companies by $40
million was due fo declining profits and
n bhigher proporiion of pay-cut of
dividends, bus oil eompanies incrensed
their investment in refining and other
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preduet  lines, and in distribution
fueilities.

Completion of some phases ol corrent
developmen$ work on mining and
petroleum in the Western Hemisphere
dependencies sharply reduvced copital
fows and reinvested earnings in this
ATen,

Developments by Indusiry

Domestic manafacloring compenies
invested an additionnl $0.9 billion in
mumaf aciuring fucilitics abrend in 1981,
bringing the accumulated total investad
in forgign plants te oearly §12.0
billion. This wns substontially less
thon the record increases of 1959-60,
but nbovt the sams as the annual
rale of investment since 1955

Luarge shore of manufacturing to
Eurape

Europe received over 40 porcent of
the manulacturing investment in 1961,
viing Irom about 30 percent of the
total in 1983-57. Dhin collected en
actual and projected expenditures [or
plant and equipment by U.S.-owned
plants in the area ? show o substontinl
vise In 1961-£2 Irom the 1960 samound,
Bt there appesrs to have been some
cutbuck [rom the enrlier expectntivns,
As a result, the need o capital from
the Dnited Skates mey stabilize or
be reduced.

Manufecturing  investmonts  in
Canada appear to be bolding stendy,
with wdditions mmounting to about
$0.3 hilbion snnually, Projested plnnt
ad equipment expenditures show a
gitnilar lack of movement. Ior Latin
Amerien, the principal menulaeturing
nebivity is now i Argenting and Mex-
ico, with investmentz in Brazil moreh
recluced [vom sarlier lewels. In the
regl of the world there was pome in-
tronge it manulacturing investments
in Japan, bub the flow to Australia
dimimished in 1961.

In most of the mnjor conunodity
groupings of manuieturing shown in
lable &, the rete of growlh in Invest-
Wwents wag either lower thwn in 1960,

. Swrpeg of Current Auakired ior Soplembec 1001 and krth
toming brow of Boptomber 1002
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ov showed only small ndvances. In-
vestmente in chemienl plants ragistered|
the largest increase in 1961 ($130 mil-
lion), but thie wrs not much more than
halfl the 1980 amount. Moreover, the
1961 fipure includes & sizable jump in
invesiments by oil eompanies in nifili-
ztes producing petrechenticals,

Increnses of over $100 million ench
ware scored by the oensporiation
-equipment, machinery, and primary
metnls groups, but enly the Intter hnd
o farger gnin dWion in 1960,

Felrofevmn—Capital {lows and re-
invested earnings of the petroleum
induatry in 1961 were in excess of $300
million, making this the highest yenr
since 1957, An additionul $£30 million
was added to the book value of in-
vestments o this industry because of
various adjustioants, the lurgest heing
a revaluation by a large compnny of oot
fixed assats in Venezueln anounting to
$406 million.

Move than 40 percent of the invest-
ment in 1#61 went o Europe to expand
rofining and disttibution facilities, ax-
cluding inveatinents in petrochemical
plants mentioned above., Projections
of plant and equipnent expenditures
show a continuntion of outluys at n
Ligh level in Europe, underlining the
present need of the petroloum imdustry
to develop refining and  distribusion
factlities in BEuropean and gther par-
kets. In emrlier periods of high invest-
ment activity by this indvstey, such as
1947-49 npnd 1956-57, the main portiem
of oil nvestmonts wonb [or  the
acquigition and explorution of producing
areas, mainly in Latin Amecvien and the
Middle East.

North Afrien remwing the most active
sren for the development of new woil
fields, nnd aboizt 3100 million was spent
bore in 1961 Lo findd awd develop new
oil resources and to prepare theam Jor
lnrge seale production. Sizable amounts
were nlzo spent for this purpose in
Canade, Argentina, the Middle East,
Anatrilia, and, to a lesser extent, in a
number of other counlries.

Trade and distribulion. —Substantial
nvestmenta in Wading and distribution
Tncilitiez nbroad continuad in 1961,
with $0.3 Dbilbon added in the year
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About a third of the increase was in
Panoma and Switzedand.

In 1061, the book value shewn under
the heading of public utilities wos re-
dueced by nbout $575 millior. This
reflects in part the alimination of Cuban
proparties {$313 million) and &he trans-
fer to “miscellnnecus™ of ntility in-
veztments in Argentinn and Mexico
which were aoguirad by those ountries
in 1901, with tha sales proveeds to be
reinvested locally over s peried of
yenrs. Oifsetting these reductions,
thare were siznble ndditiens to invasts
ments inn internatiennl shipging out of
undistcibuted profits,

Limited Gain in Foreign
Earnings

Earnings of direst loreign invest-
ments advanced by a little over £
persent in 1961 to n recortl $3.7 billion.
Patroleumy companies earnad $1.4 bil-
lion, with higher earnings reflecting «
4 percent ingresse in their output of
crude oil,

As in the past, earnings in the peiro-
lswn industry show up mainly in the
producing areas, with IB61 incresses
Inrge in Chanada, Venezueln, and tha

Taobln 1.—Factors Aloctl U5 Feivate
[nvestmonts Alwoad, 1 anE 1961,
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Solected Countries und Yoara, unid Major Industsies, 1961
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Tahle 5. —Direct Idveaspments n Manuiao-
turing Envevprires Abromt, 1959, 1950 and
1961, i}' commdity group
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Middla Eust. Earnings on Lhe rupidly
growing rvefinery and distribution in-
stallations zhewed very littls gain in
1961, As the newly developed nrens
in Worth Africa come into produetion,
enrnings will goin both [rom inoreased
silez and reduced expenses conneched
with initial exployntion and develop-
1menk.

Munulacturing esrnings nnounting
to $1,180¢ millior wero unchanged in
1961 froan the 1960 total. A moderate
increase in Buropenn ewnings, mainly
in Germany, tha Benelux countries nnd
Switzerlnndd, was offset by reduced earn-
ings in Cwnada, Auastralin, and Brasil
Tlis interruption of o steandy growth in
manufacturing earnings reflected lag-
ging economic wetivily in several coun-
tries, and prebably also some situations
where costs were rising rapidly. Earn-
inge of mining coempnnics which had
risen in 1963, dropped back to 3350
millieon in 1961 oz poces for nosk
mineruls and metals weakened, Fow
changes were noted in other industrics.

Tnoowie receipts (rom direct invest-
menls (dividends, intercst, and braneh
profits} rose te 2.7 billion in 1061,
mare than $300 inilhien above the 1980
figuro. Mouost of the gain reflected an
inorease of $220 million in dividend
reacipts, lorgely Trom manufsetwring
fitms. Subsidiary earnings did not
rnaterinlly improve, so that Lhe rate of
diviclend pny-oul ih 1961 wus the high-
ezt sinee 1050. The rnie of reinvesi-
ment for all enbeidiavy enrnings was 46
porcent in 1961 and for mannfacturing
oparetions it was 44 percent. By
comparizsen, the svernge rute of rein-

SURVEY OF CURRENT BUSINESS

vestment for the 198160 period was
about 56 percent.

Feas and reyalties increase rapidly

In addition to receipts in the form of
dividends, interest, and branch profits,
U.S. paent comnpanies are receiving
fromn their fovaign affilistes eubstantin]
amounts in payment for manngement
services ol various kinds or for the ues
of pntetia, copyrights, and similar in-
tangible preperty. By 1961, thie flow
was ppproaching $0.4 billion annually,

Aunguast 1952

7.8, banks, nod to » lesser extent
nonfinancinl corporations, hove besn ex-
pasding their lenger-iernt foreign loana
or credits nt an snnue) rate of over
$200 willion since 1955. Banks added
%1.4 billion to their foreign cradits
during these years, of which about hali
went to Latin Americes, mainly Brazil,
Venezueln, and Mexico, 2nd sbout $350
miillion te Europe, including subetantial
amounts to finnnce Norway's shipping
industey,

Sizable purehases of foreign securities

and wag continuing to rise more rpidl ve nled besn a consistent feature of
than nmounts Inbelled *'j . tha 1.5, balance of payments beginning

Other Private Investmentis

Ouiflows of private U.5. capital oilier
than those connected with divect inveat-
ments have bocome important factors
in our balance of payments in tha past
2 yewrs.  Buch flows include purchuses
of foveign securities, bank loans of
varying maturities, financing of foreign
trade and otiier intornational trans-
Lctions, and tennsfors of cash funds infe
higher-yielding liquid pzsets oabronad.
Takeu together, recorded omlfows of
these types averaged $0.3 billion in the
1950-58 period, $1.3 billion in the yenrs
195659, ond then rosc sharply (o $2.2
billion in 1960 and a record $2.5 Lillion
in 1941.

The leading fenture of the upaurge in
1980-61 was the rise in lending by
Lanls, and, to o leaser extent, by indus-
trial corporntions, As shown in tabla
¢, a major shove of this lending was
directed 1o Jypnn, and represented
primarily aceeptance eredits at sub-
stantially higher intercst rntes tlin
prevail domestically. The enlnrged fow
ta Euvope in 1960, wnd the shavp dvop
(o that srea in 1961, were largely
related to Ructuntions in the relative
attractivencss of interest rates in the
United ingdom, sltheugh the recorded
fiows wera not very great., Conadn
received a sizable amount of corporante
eash funds in 1861 and ogain in the
carly port of 1852, roefecting higher
interest vafes paid on depokits in
Canadian  bankz and  cortain  tax
pdvantages. Increases in short-term
financing t4 Lalin Awerien in those 2
years were fairly typical of experience
sinee 1950,

in 1058, averaging neavly %£0.8 billion
a year since then. In moat years
purthinzes of joreign bonds have pre-
domineted, renching o high of about §1
hillien in 1958, when our interest rite
structwre wios excoptionaily low. In
1961 net purchpses of foreign bonds
wars reduced to about £0.4 billion,
fentured hy o growing shave of jesues of
Europeay eountries, Japnn, and other
relntively now borrowars.

In the first half of 1962 2 marked rise
in foreigm bond issues in the Tinited

{ Contintted on pugye 38)

Tablo G.~Forsfolmr popd Short=-Teem Privato
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U.S. Investients—{ (on., from p. 24)

Btates ccourved, inclading nearly $200
miillion offerad by Europenn borrowers,
of which about balf was purchased by
U.5. vesidents, the remninder being
purchased by Eurepean ond other
foreign inveators. It iz noteworthy
that the interest eost on new Kiropean
bonds offered in 1961 and 1962 hos
ringed from sbout 5%-6 percent for
goverpment izsues to woll over 6 percent
for cotporate issues, and inktorest costs
on Japanese is=ues have ranped from
i} parcent to over Ty percent, These
interest costs compare with a yield of
a listle over B percent lor lower grade
domgstic covporate bonda, This gap
indicatez both the relptive abtractive-
ness of foreign issyes for 5. investors
and ihe reletively high cost of altarna-
tive finnncing in foreign capiial markets.

Foreign equity securiiea, particn-
laxly European corporate stocks, have
nleo attracted substantial amountzs of
TS, copital. In I961 such purchoses
nmounted to over $350 million, of
which tlwee-guariere went to Europe.
Thie flow diminished quickly in the
first ball of 1062, as stock prices
tumbled in all principal markets, but
major Eurepean companies offered lorge
blocks of stock in the US. wmarket in
June and August.

Foreign Investments in the
United States

Although smoll by comparisen with 1.5,
inveatmants abroad, the flow of foralen capital
te the Ugited B for direct inveatmonts
mtd purchases of U5, securitics has hean of
spme | mpoertanan, uv&n;)%ng owver §0.4 biltion
snnunlly beginning in 1966.

Torslgn direct investnents in the Lohted
Statew npoountad for about I8 pereent of these
infows, od undistributed profits of these
enterprises ermently amacunt ito over $0.2
billisn ancoally. Detpiled dsta on these in-
vostments wi.til a ook value of $7.4 bitdon
0t the end of 1961, are given in & now Office
of Business Economioy publicntion soon to be
fasued epntitled Foreign Busineess Terestinends in
fhe Undlgd Stotes

The Aow af foreign sapitel ioto V.8, corpo-
rote stocks has besn but icregulor since
the middls 1958's, with net Lguidations tok-
ing place st fimes of market instability in the
Dnited Statos such as 1957-58, the last half
of 1960, and in June 1962. In 1061, thore
wére net [orsign purcheset of ULE. eostporois
stocks of over $0.3 billion, but the m{.];o‘r
fnotor in the rige of foreign boldings of T8
corporate stocke to & value of $1L.E billion st
the end of the year wns o market sppreeiation
whish addedt over 52.1 billfon, Nearly nll of
thie wmarket gain was wiped out in the At
half of 1062,

3 Bupd ey reaulis wers prbbalid i tha Srercey of Cwerenf
Fryplvtop for Celobir L1,
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( Continued from p. &)
National Income Rise

Under the stimulys of modernts
second guarier incrense in  ouiput,
national ingomse moved ahead. The
aecond quarter vise was substanbially
Inrger than thatb in the winter quarber,
However, this more favorable compari-
son, in part, reflected reductions that
pecurced in g namber of commodity
producing industriee in Janusry ns
wanther conditions aprly in the year
enrtailed some lines of activity. More-
ovar, a lurgs part of the zecond quarter
gain was achigved in the initial month
of the period, with the rise tapering in
more reeant months,

Tha larger volume of employes com-
pensation was the main eloment in the
incrensed ingome floww in tha peeg
quarter.  Pnyrells and other employee
benefita Tosa 8§64 billion. Corporste
profits appeirad to have held frirly
close to the $30% billion {annual rate)

Angust 1042

of the fivst gunrtar, but it will be o while
yot belors suificient dotn are available
to measure the exact change. Other
income ecomponents registered omly
sl advances,

Almesi half of the incresssd wopge
payments stemmed Trom the manifne-
turing industrics where eraployes com-
penention currently smounts to mova
than $10¢ billion a year. Within
mamufacturing, Iargest going occnrred
in the durable goods industries, particn-
larly in the two machinery gronps,
fabrieated wmatals snd  antomotive
agquipment. Tha bulk of this rise re-
flectad employment going with a longer
work week snd higher howdy earnings
pach econtributing lesser amounts. A
dampening feetor was the eontinned
daecline during the quarter in the output
of primary matals. Among nendurable
goods industriea, payrell inereasea wera
more moderate and reflact higher am-
ployment, hows, and earnings in
roughly equal proportions,
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